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IBRD Borrowing of Deutsche Mark 


The International Bank for Reconstruction and 
Development has arranged with the central bank of the 
Federal Republic of Germany to make its first borrow- 
ing of deutsche mark. The amount to be borrowed is 
DM 200 million (approximately US$48 million) at 
3 per cent; the period of the loan is three years and 
the lender is the Deutsche Bundesbank. 

The deutsche mark will be fully convertible, but the 
needs of the IBRD to disburse this currency to its 
borrowers in the near future make it probable that a 
substantial part of the proceeds of the loan will be 
spent in West Germany. 

Although this is the first borrowing of deutsche mark, 
it is the fourth loan that the World Bank has received 
from the Bundesbank, and it brings the total borrowed 
to the equivalent of $298 million, all in the past 12 


IBRD Loan 


The World Bank on June 27 made a loan equivalent 
to US$25 million to the Japan Development Bank, a 
government agency that supplies long-term credit for 
industrial development in Japan. The Japan Develop- 
ment Bank will relend the proceeds of the loan to the 
privately owned Hokuriku Electric Power Company; 
the funds will help to finance hydroelectric installations 
on the Joganji River on Honshu Island, which will add 
261,000 kilowatts to the Company’s generating capacity. 

The Girard Trust Corn Exchange Bank, Grace 
National Bank of New York, Brown Brothers Harriman 
& Co., and The Philadelphia National Bank are partici- 
pating in the loan, without the World Bank’s guarantee, 
to the extent of $789,000. This represents the first 
two maturities and part of the third maturity which 
fall due between August 1, 1961 and August 1, 1962. 

The project for which the IBRD loan was made is a 
principal part of an expansion program being carried 


Europe 


U.K. Trade 


The U.K. trade deficit was reduced from £33.4 mil- 
lion in April to £6.6 million in May. This is the second 
lowest deficit recorded since World War Il. As in 


October 1954, when the deficit was £4.1 million, the 
low figure was due mainly to the London dock strike. 


months. The previous loans were of U.S. dollars, as 
follows: The first loan, made on July 9, 1957, was $100 
million in the form of one, two, and three year 4% 
per cent notes. The first $40 million of these notes is 
due to mature on July 11, 1958. The Bundesbank 
has agreed to relend this amount in the form of 24% 
per cent notes with a term of three years. The second 
loan, announced on September 23, 1957, was $75 mil- 
lion in one, two, and three year 4% per cent notes; and 
the third, announced on June 14, 1958, was $75 million 
in one, two, and three year 22 per cent notes (see this 
News Survey, Vol. X, pp. 17, 113, and 393). 


Bank for Reconstruction and 
Release, Washington, 


Source: International 
Development, Press 
D.C., June 28, 1958. 


in Japan 


out by Hokuriku. The total cost of the project will be 
equivalent to $92 million. The loan will finance more 
than a quarter of this total and will be used for expendi- 
tures in Japan. It will be for a term of 25 years and 
bear interest of 5% per cent, including the 1 per cent 
commission which is allocated to the Bank’s Special 
Amortization will begin August 1, 1961. 
The loan is guaranteed by the Government of Japan. 


Reserve. 


The World Bank has now made 11 loans, totaling 
$152 million, in Japan: $36 million was for the steel 
industry, $5 million for other industrial projects, $100 
million for electric power development, and $11 mil- 
lion for agriculture. 


Bank for Reconstruction and 
Release, 


International 
Development, Press 
D.C., June 27, 1958. 


Source: 
Washington, 


The first effect of such a strike is to reduce imports 
rather than exports. The Board of Trade states that, 
while exports in May were virtually unaffected by the 
strike, the value of imports was probably reduced by 
£10-15 million. 

Although exports in May, which seasonally is a 


favorable month, were £287 million, the highest for 12 
months, they were still £15 million less than in May 





last year. Exports to North America, however, at £44 
million, were the second highest on record. The large 
shipments to these markets are still thought to be due 
substantially to the boom in sales of British cars, espe- 
cially in the United States. 

Source: The Times, London, England, June 14, 1958. 


Capital Expenditure in United Kingdom 


The U.K. Chancellor of the Exchequer announced 
on June 18 a proposal to increase the scale of initial 
allowances for plant and machinery and for industrial 
buildings by one half instead of by one quarter, as was 
originally proposed in the budget speech (see this 
News Survey, Vol. X, p. 329). The budget proposals 
were that the initial allowances on plant and machinery 
in the first year should be raised from 20 per cent to 
25 per cent, and those on new buildings from 10 per 
cent to 12 per cent. The effect of the amendment 
is to raise these figures to 30 per cent and 15 per cent. 
The original proposals were expected to cost practically 
nothing this year, £16 million next year, and £23 million 
in a full year. The amendment is likely to double the 
cost in a full year. 

The Chancellor reiterated the Government’s main 
aims of maintaining the strength of sterling and keeping 
prices stable, but stressed its determination to keep its 
policies flexible and to adjust them promptly whenever 
conditions suggest that they should be changed. The 
proposals now made show that the Government has 
become convinced in the two months since the budget 
was introduced that industrial investment may need a 
further stimulus. Although recent official estimates 
show that capital expenditure was about | per cent 
higher in the first quarter of 1958 than in the same 
period of last year, spending has clearly leveled off. 
In fact, had it not been for a boom in vehicles, total 
investment would have shown a decline. Perhaps even 
more important is that it has become clearer in the 
past month or so that the whole industrial climate has 
been changing and that, without a further stimulus, 
industry’s future capital spending might fall away 
sharply. 

Source: The Times, London, England, June 18, 1958. 


Changes in French Exchange System 


A French Government decree of June 20 eliminates 
the 20 per cent surcharge and premium on all payments 
to and from foreign countries. These surcharges and 
premiums had been introduced on August 11, 1957 and 
extended on October 28 (see this News Survey, Vol. X, 


pp. 65 and 154). As the Bank of France continued 
to deal in foreign exchange at rates equivalent to 350 
francs per U.S. dollar, the surcharges and premiums 
resulted in an effective rate of 420 francs per U.S. dol- 
lar. Starting June 23, 1958, however, the Bank of 
France has bought or sold on the Paris exchange market 
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U.S. dollars at the rate of 420 francs per dollar, and 
all other rates have been similarly adjusted. Thus the 
premiums and surcharges have been incorporated in 
the exchange rate. 


Sources: Le Monde, Paris, France, June 22-23 and 24, 
1958. 


Amnesty on Sale of Foreign Assets in France 


By a decree of June 25, the French Government 
suspended the imposition of a special tax of 25 per 
cent on foreign assets held by French residents (either 
abroad or in France in violation of existing exchange 
control regulations), provided such assets are converted 
into francs through the sale of foreign exchange on 
the Paris exchange market or of gold bars on the Paris 
free market. 


Source: Le Monde, Paris, France, June 26, 1958. 


Denmark's Foreign Exchange Position 


A provisional statement of the combined foreign 
exchange position of the private banks in Denmark and 
the National Bank shows a net improvement of only 
DKr 3 million in the second half of May following an 
increase of DKr 33 million in the first half. The change 
was due primarily to substantial purchases of grain, for 
which delivery and payment were started in the second 
half of the month. During April, Danish importers 
bought 200,000 tons of grain for import, and purchases 
in May were probably about 100,000 tons, valued at 
DKr 120 million. The large purchases followed excep- 
tionally large exports of grain in the current crop year; 
these exports were as large as previous grain imports, 
which is quite unusual. Accordingly, substantial needs 
for imported grain are expected to develop before the 
new crop comes on the market. Furthermore, a bill for 
a levy on imported grain has been pending for some 
time in Parliament, and this has stimulated imports to 
some extent. 

The National Bank’s net foreign exchange claim 
dropped from DKr 318 million (US$46 million) at the 
middle of May to DKr 278 million ($40 million) at 
the end; it had been DKr 292 million ($42 million) 
at the end of April. The fall was due to the substantial 
EPU deficit (DKr 41 million) incurred by Denmark 
in May, after it had achieved balance in April and 
earned surpluses in the two previous months. The 
position of the private banks in May improved by 
about DKr 50 million (about DKr 43 million in the 
second half), and at the end of the month their net 
foreign exchange claim amounted to DKr 390 million 
($56 million). Thus, the net claim of the private banks 
and the National Bank together was DKr 667 million 
($97 million), against DKr 631 million ($91 million) 
at the end of April. Since the end of May 1957, the 
foreign exchange position has improved by DKr 944 
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million ($137 million). Of this figure DKr 166 million 
is attributable to the purchase (equivalent to DKr 235 
million) last June from the Fund; DKr 69 million of 
this amount has now been repaid. The net foreign 
exchange claims increased in the first five months of 
1958 by DKr 384 million ($56 million), whereas in 
the corresponding period of last year they fell by 
DKr 125 million ($18 million). But the rate of increase 
dropped in May to about DKr 35 million, against 
DKr 100 million in the three previous months and 
DKr 50 million in January. 


Sources: Bérsen, June 4, 1958, and Harald R. Martin- 
sen, Danish Letters, June 6, 1958, Copen- 
hagen, Denmark. 


Swedish Views on European Integration 


That neither the Common Market nor the plans for 
a European Free Trade Area wil! have any effect on 
production or employment in Sweden during the coming 
year is the general opinion of some thousand Swedish 
entrepreneurs who were interviewed recently by the 
Labor Market Board. But in the long run there would 
be adverse effects on Swedish industry from the forma- 
tion of the Common Market without a free trade area. 
The proposal to create a European Free Trade Area is 
therefore well received by most industries. There are, 
however, branches of industry which fear that a Euro- 


pean Free Trade Area would create difficulties for many 
Swedish enterprises through competition from foreign 
firms. Increased specialization and rationalization are 
necessary. The need for increased investments to bring 
about specialized production is mentioned by many 
entrepreneurs. 


Source: Svenska Dagbladet, 


June 12, 1958. 


Production in Finland 


The Mercator index of economic activity in Finland 
during the fourth quarter of 1957 and the first quarter 
of this year was 5 per cent below the corresponding 
figures a year earlier, thus remaining at the level to 
which it had fallen in the second and third quarters of 
1957. Several factors contributed to this development 
The international weakening of business conditions dur- 
ing the latter half of 1957 reduced the demand for 
Finnish goods and also lowered their prices. The 
devaluation of the markka, which was carried out last 
September, considerably improved the profitability of 
the Finnish export industries, but its immediate effect 
on activity was small. During the first quarter of this 
year, the volume of output of the wood-processing 
industries was 3 per cent in excess of that in the corre- 
sponding quarter of 1957, the increase being due solely 
to wood and wood products. 

Developments in the home market industries have 
been far more unfavorable. Output of the metal indus- 


Stockholm, Sweden, 


try in the first quarter of this year was 10 per cent 
below the first quarter figure for 1957, and output of 
other manufacturing industries fell by 12 per cent. In 
these other industries, the liberalization of imports was 
bound to create difficulties in adaptation; for instance, 
the position of the textile industry is serious, since its 
first-quarter output was 26 per cent less than it had 
been a year earlier, and similar declines occurred in the 
footwear, clothing, leather, and rubber industries. 

The urgency for building houses has decreased, owing 
to the intensive construction work in recent years. The 
volume of construction this year has been less than in 
the early months of 1957, which is an important factor 
in the growth of unemployment. 

The comparatively favorable situation of the wood- 
processing industries has influenced commercial fell- 
ings, the quantity cut during the first quarter exceeding 
last year’s corresponding figure by 4 per cent.’ The 
composition of fellings changed, heavy logs showing an 
increase of 49 per cent and piled roundwood decreasing 
by 4 per cent and fuel wood by as much as 30 per cent. 

The employment situation during the past winter 
was more difficult than in 1957. The postdevaluation 
improvement in fellings was unable to relieve the situa- 
tion, since the need for human labor failed to increase, 
owing to continuous mechanization. Unemployment 
reached a peak toward the end of March, when the 
number of unemployed and of persons in various relief 
works totaled 78,000, which was 4,000 more than the 
maximum reached in March 1957. Actually, however, 
the situation has been somewhat more serious than 
these figures indicate, because for some time a number 
of plants have been unable to work for a full week. 
Source: Bank of Finland, Monthly Bulletin, Helsinki, 

Finland, May 1958. 


Germany and the International Payments Situation 


In a recent address, the President of the Deutsche 
Bundesbank, Mr. Karl Blessing, commented upon cer- 
tain current aspects of the international payments situa- 
tion, particularly upon aid to underdeveloped areas and 
ways and means of improving the international liquidity 
situation. 

He said that there was increasing demand abroad 
for more German assistance to underdeveloped coun- 
tries. But until the domestic capital market is further 
developed and interest rates are brought down to the 
level of rates of other countries, it is difficult to envisage 
a large outflow of capital: “We are not opposed to 
capital exports per se nor to capital exports to under- 
developed countries; but we are opposed to an exchange 
of short-term balances [of the Bundesbank | held abroad 
against long-term foreign indebtedness Capital 
exports can be financed only from capital that has been 
saved or from budgetary surpluses, not from liquid 
funds of the central bank.” If the present high rate of 





private savings should continue, it may again be pos- 
sible to export private capital on a larger scale. The 
Bundesbank now supports any private initiative to 
export capital. German banks are about to participate 
in international loans, and, to a moderate extent, they 
are purchasing World Bank bonds. Citing further 
examples, such as the recent credit of over DM 660 
million granted to India and the extension of credit 
guarantees for exports to the United Arab Republic, 
Mr. Blessing added that efforts are now under way to 
facilitate export financing. The aim is not to stimulate 
exports, but to help underdeveloped countries to carry 
out their investment programs. The transfer of the 
export guarantee for periods of export 
financing from the Hermes company to the Reconstruc- 
tion Loan Corporation (RLC) is one way of facilitating 
export financing; the RLC in turn would refinance itself 
by the issue of bonds on the domestic market. Euro- 
pean Recovery Program counterpart funds now paid 
back by original borrowers could be put to good use 
in this connection 


extended 


This would seem the best way in 
which underdeveloped countries could be assisted—all 
the more so since the present German budgetary posi- 
tion would scarcely permit the granting of such credits 
from the federal budget. 

Such a position does not exclude a willingness to 
cooperate with the World Bank. But Mr. Blessing 
strongly deprecated the suggestion of a new international 
development agency whose purpose would be to finance 
long-term projects for up to 40 years. Such an institute, 
he said, “is not a very happy idea, inasmuch as debtors 
would repay the bulk of their debts in local currency, 
which would lead to an early exhaustion of the funds 
of the institute. We are not wealthy enough to grant 
loans which,’ in fact, would be half gifts.” But he 
added that the German capital market may soon be in 
a position to participate more actively in the acquisi- 
tion of World Bank bonds. Also, joint investment by 
British and German groups in commonwealth countries 
may one day become possible, particularly if no cur- 
rency risk is involved. He would particularly welcome 
such Anglo-German cooperation, since “the British are 
more experienced in these matters than we are.” 

With regard to the international liquidity situation, 


Mr. Blessing discussed ways for lessening the present 
discrepancy 


between creditor and debtor countries 
When the well-functioning equilibrating mechanism of 
the gold standard and the present situation are com- 
pared, they are seen to be about as far apart as a 
Swiss-made precision watch and an ordinary alarm 
clock; Mr. Blessing stated that the present imbalance 
in the payments sector is mainly a matter of monetary 
discipline. “In the long run, insufficient international 
liquidity can be overcome only if each country pursues 
a sound monetary policy.” Although temporary balance 


of payinents difficulties could be overcome by assistance 
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from such international institutions as the International 
Monetary Fund and the European Payments Union, 
these organizations could not be expected to offset a 
balance of payments disequilibrium by granting credits 
for an indefinite period. 

Mr. Blessing referred to proposals for improving 
international liquidity which have appeared in the press. 
He opposed any increase in the price of gold, which 
would profit countries that hold gold and need no 
support. In discussing the proposal to raise Fund 
quotas and World Bank subscriptions, particularly of 
countries with large exchange reserves, he said that the 
result would be that the Fund and the Bank could 
grant more credits; countries in a weak reserve position 
could draw more heavily from the Fund, and under- 
developed countries could obtain credits for some addi- 
tional projects from the Bank. Mr. Blessing felt that, 
under certain conditions, such an increase of quotas 
could be endorsed. But the quotas of all countries 
would have to be increased; such increases should take 
place “within reasonable limits”; and such action should 
neither cause individual countries to relax their mone- 
tary discipline nor release a new inflationary impetus 
on a world-wide basis. He added that there is ample 
time to discuss such proposals calmly and objectively, 
as the International Monetary Fund still possesses sub- 
stantial uncommitted funds. 

Mr. Blessing concluded by saying that Germany is 
prepared to live up to its obligations as a creditor, 
but that the responsibility for restoring sound monetary 
conditions and overcoming payments difficulties rests 
primarily with deficit countries. As long as these coun- 
tries take no steps to restore equilibrium between 
national savings and investment, on the one hand, and 
budgetary revenue and expenditure, on the other, all 
international aid will remain a mere palliative and 
attempted cures a simple patchwork. Not the creation 
of new institutions, but the attitude and policy of those 
concerned, will be the decisive element. 

Deutsche Bundesbank, Ausziige aus Presse- 
artikeln, Frankfurt am Main, Germany, 
June 21, 1958. 


Abolition of German Capital Mark 


A joint statement of the Ministry of Economy and 
of the central bank of the Federal Republic of Germany, 
released on June 28, provides for the abolition of the 
liberalized capital accounts on July 1. In accordance 
with the wishes of the account holders, funds now held 
in such accounts will be transferred either abroad or to 
a freely or partly convertible DM account. Also, as of 
July 1, direct foreign investment in the Federal Repub- 
lic and acquisition of real estate are freed from any 
restrictions or licensing requirement. This also applies 
to the acquisition of German securities by nonresidents, 
borrowing abroad by residents will be freely permitted 


Source 
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insofar as such obligations are incurred in deutsche 
mark for a period exceeding five years. Payments from 
abroad may be effected in freely or partly convertible 
currency—depending upon the investor’s country of 
residence—for the acquisition of participations in 
domestic enterprises, the establishment of enterprises 
or branches of foreign firms, and the acquisition of 
real estate. 
Source: Deutsche Bundesbank, Ausziige aus Presse- 
artikeln, Frankfurt am Main, 
June 28, 1958. 


Germany, 


Bank of Greece Annual Report 


Professor X. Zolotas, Governor of the Bank of 
Greece, in his annual report to the General Assembly 
of shareholders, stated that gross national product (at 
constant prices), which had increased by 5.3 per cent 
in 1956, is estimated to have risen further, by 9.5 
per cent, in 1957. Fixed investment is tentatively 
estimated to have risen less (6.3 per cent) than the 
national product, but directly productive investment is 
estimated to have increased more than total fixed invest- 
ment, as the rate of increase in building construction 
fell and investment in agriculture, industry, and trans- 
portation increased. Yet no substantial progress was 
made toward eliminating widespread unemployment 
and underemployment, which remain the country’s 
most basic problem. The acute shortage of employment 
opportunities adversely affects the entire economic and 
national life. Effort and discipline greater than that 
shown during the last decade are required if productive 
investment is to be accelerated on the needed scale 
These problems acquire even more significance in view 
of the plans for European economic integration. The 
Greek Government has proposed a collective European 
policy for the economic development of the less devel 
oped countries in Europe. The proposals include the 
establishment of a European organization to extend 
long-term loans at low interest rates and measures to 
attract European venture capital to less developed coun- 
tries (see this News Survey, Vol. X, p. 342) 

In 1957, the rate of price increase slowed down 
considerably. Although the relative stability of prices 
was again partly the result of freedom to import, there 
were, in addition, other indications of a return to 
normalcy, such as an improvement in the government 
budget and a continued relatively strong exchange 
All these developments tended to 
eliminate the inflationary psychology and the specula- 
tive activities of the past. 


reserve position 


The fiscal progress achieved in 1957 was significant 
Current budget expenditures were higher than in 1956, 
and investment was substantially increased; but receipts 
from taxation were also higher as the effect of direct 


tax reductions in 1957 were more than offset by 


increases in economic activity and money income. The 


difference between expenditures and revenues from 
domestic sources in 1957 (Dr 1,973 million) was iess 
than in 1956 (Dr 2,011 million); it was covered by 
U.S. aid, NATO contributions, and long-term borrow- 
ing from funds of public bodies. The Governor stressed, 
however, that the volume of investment was insufficient 
when compared with the need for economic develop- 
ment. In a country like Greece, the part of national 
product devoted through taxation to the construction 
of basic projects should be considerably higher than 
in more developed countries. With the restoration of 
normal credit relationships, the conditions have also 
been created for the sound financing of increased public 
investment through the capital market now being or- 
ganized. Interest-bearing treasury bills have been 
reintroduced and a law passed which permits autono- 
mous public entities and large private enterprises to 
raise funds by the issue of bonds with purchasing 
power guarantees and tax exemptions. 

The note circulation increased during the second 
half of 1957 as a result mainly of government purchases 
of domestic wheat and of agricultural credit financed 
by Bank of Greece funds, The increase for the year as 
a whole was 16 per cent, compared with 24 per cent in 
1956. The Governor emphasized the serious monetary 
and other effects of drawing large sums from the central 
bank for government price-support purchases of agri- 
cultural products. A major contractionary influence in 
1957 was the considerable increase in bankers’ deposits 
with ihe Bank of Greece. The annual average of the 
money supply increased by 12 per cent between 1956 
and 1957, compared with 24 per cent a year earlier 
There are indications, however, that the velocity of 
circulation of bank money increased considerably in 
1957. Since mid-1956, monetary developments have 
been greatly affected by the public’s increased tendency 
to deposit cash surpluses and savings with banks. Total 
private bank deposits increased by 78 per cent in 1957, 
compared with 39 per cent in 1956, and commercial 
banks were thus able to extend substantial credit to the 
economy without recourse to the Bank of Greece (see 
this News Survey, Vol. X, p. 309); most of the growth 
of bank deposits represented primarily an expansion 
of savings deposits, but time deposits also expanded 
markedly. Interest rates on bank deposits were reduced 
in 1957 and again early in 1958; they now range from 
S per cent on sight deposits to 9 per cent on time 
deposits of more than six months 

As a result of the rapid growth of bank deposits, the 
monetary authorities in 1957 required commercial banks 
to invest an amount equal to 30 per cent of the monthly 
increase of their deposits (up to 10 per cent of total 
deposits) either in long-term loans for modernization 
Or expansion of productive enterprise or in central 
bank deposits bearing interest of 5 per cent. Preventive 
selective control of most bank credits repayable within 





three years was abolished, and it was decided to estab- 
lish a central agency to compile data on the financial 
standing and general economic condition of each bor- 
rowing enterprise. Another measure of control was 
the requirement that, in the three-month period from 
December to February, when bank liquidity is high, 
banks should invest a percentage of their deposits, to 
be specified every year, in interest-bearing treasury bills 
or deposits with the Bank of Greece. 

The annual average of total credit extended by com- 
mercial banks and other financial institutions rose by 
24 per cent in 1957, against 19 per cent in 1956. One 
fifth of the total was long-term credit, mostly to agri- 
culture and the Public Power Corporation. The rest 
consisted of short-term loans to agriculture, industry, 
and trade. During the last two years, and particularly 
in 1957, credit expanded faster than national product. 
The consequent increase in effective demand had a 
widespread effect on the economy; in particular, con- 
sumption rose, partly as a result of increased sales on 
credit. Such developments tend to expand total national 
expenditure above available resources and this tends, 
in turn, to unbalance the domestic and external eco- 
nomic positions 

In his discussion of the balance of payments, the 
Governor pointed out that, despite a larger trade deficit, 
the balance of payments deficit on current account in 
1957, at $66 million, was $22 million less than in 1956; 
the improvement was due to increased receipts from 
invisibles. The total balance of payments deficit, exclud- 
ing U.S. aid, was reduced also because of an increased 
inflow of foreign capital. The use of U.S. aid was 
decreased from $70 million in 1956 to $23 million in 
1957, and reserves declined, for the first time since 
1953, by $21 million (including changes in Greece’s 
EPU position) 

The increasing dependence of Greece on foreign 
exchange from transactions in invisibles and from the 
inflow of capital, i.e., from sources that are particularly 
susceptible to world economic and political changes, 
makes it necessary to guard against a widening of the 
gap in the balance of payments and any further drop 
in foreign exchange reserves. The Governor stressed 
that it is therefore essential to control internal monetary 
conditions, particularly since a strong foreign exchange 
position is a prerequisite for economic development. 
Source: Bank of Greece, Report of the Governor for 

the Year 1957, Athens, Greece, 1958. 


Middle East 
Middle East Development Corporation 


\ private corporation for the economic development 
of the Middle East, known as the Middle East Develop- 
ment Corporation, was set up in March by a group of 
bankers and industrialists in the United States and 
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Western Europe in cooperation with leading industrial 
and financial circles in eight countries of the Middle 
East. The purpose of the corporation, whose headquar- 
ters are in Luxembourg, is to sponsor industrial projects 
and to extend financial and technical assistance on a 
nongovernment basis. The capital immediately avail- 
able for operations is 1.6 million Swiss francs, of which 


160,000 was subscribed by the eight Middle Eastern 
countries. 


Source: Middle East Economic Digest, London, Eng- 
land, June 20, 1958. 


Import Regulations in the Sudan 


In order to cope with the difficult payments position, 
the Government of the Sudan intensified import restric- 
tions, effective April 27, and proposed to Parliament 
that import duties and excise taxes on several important 
consumer items should be increased. The previous 
extensive soft currency Open General License has been 
canceled, and a new soft currency O.G.L. established, 
for 24 items, including petroleum products, chemicals 
and pharmaceutical products, insecticides, and manu- 
factures of nonmetallic minerals. With the exception 
of these items, all private imports now require a specific 
license. The new regulations also rescinded the freedom 
to import from Egypt. 


The new tax proposals would raise the import duty 
or excise tax on a wide range of consumer items. The 
most important of these changes are a 20 per cent 
increase in the price of sugar and increases in the duties 
on confectionery (from 30 per cent to 50 per cent), 
radios, phonographs, and records (from 30 per cent to 
100 per cent), office machines (from 25 per cent to 
50 per cent), private cars (from 50 per cent to 60 per 
cent), tea and coffee (from 5 piastres to 7 piastres per 
kilogram), carpets and rugs (from 35 per cent to 100 
per cent), watches (from 50 per cent to 100 per cent), 
and fruits and vegetables (from 15 per cent to 30 per 
cent) 


Sources: Ministry of Trade, Import License Order 
1958, April 26, 1958, and Information Cen- 
tre of the Republic of the Sudan, News 
Bulletin, May 30, 1958, Khartoum, Sudan. 


Aid fo Afghanistan from U.5.S.R. 

Under an agreement between the Afghanistan Min- 
istry of Public Works and the Soviet Techno-Export 
Organization, Afghanistan is to be supplied with equip- 
ment and technical assistance for the construction of 
the new Salang Road linking Kabul with the northern 
provinces 
Source: Middle East Economic Digest, London, Eng- 

land, June 6, 1958 
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Far East 


India's Balance of Payments 


India’s external transactions resulted in a current 
account deficit of Rs 724 million (US$152 million) in 
the fourth quarter of 1957; the deficit in the third quar- 
ter was Rs 1,480 million, and in the fourth quarter of 
1956 it had been Rs 848 million. The current account 
deficit in the full year 1957 was Rs 4,519 million 
(excluding silver exported in payment of U.S. lend- 
lease silver loan), compared with Rs 2,270 million in 
1956. Errors and omissions accounted for a payment 
of Rs 168 million in 1957, so that the total deficit to 
be met came to Rs 4,687 million. This was financed 
by a net capital inflow of Rs 2,415 million and by 
drawing down foreign exchange reserves by Rs 2,272 
million... Foreign exchange reserves declined by Rs 512 
million ($108 million) in the fourth quarter of 1957; 
this decline was much smaller than the decreases in 
the second and third quarters. 

Exports amounted to Rs 1,777 million in the fourth 
quarter of 1957, Rs 1,273 million in the third quarter, 
and Rs 1,715 million in the fourth quarter of 1956. 
Imports were Rs 2,886 million in the fourth quarter of 
1957, Rs 2,991 million in the preceding quarter, and 
Rs 2,940 million in the fourth quarter of 1956; they 
were, however, as high as Rs 3,231 million in the second 
quarter of 1957. Private imports declined steadily 
during 1957—from Rs 2,096 million in the fourth 
quarter of 1956 to Rs 1,596 million in the fourth quar- 
ter of 1957. Some of the sharpest reductions were in 
capital goods and raw materials. Government imports, 
mainly imports of capital equipment, increased from 
Rs 844 million in the fourth quarter of 1956 to Rs 1,290 
million a year later. 

India continued to lave current account deficits 
with all currency areas, particularly with the conti- 
nental OEEC countries, in the fourth quarter of 1957. 
The deficits with the dollar area, the sterling area, and 
the rest of the non-sterling area were substantially 
smaller in the fourth quarter than in the third quarter, 
but the deficit with the OEEC group was only slightly 
smaller. 


Source: Reserve Bank of India, Bulletin, Bombay, In- 
dia, May 1958. 


Malayan Tax Relief Bill 


The Malayan Government will introduce the Pioneer 
Industries (Relief from Income Tax) Bill in the legis- 
lative council on June 18. The purpose of the bill is 
to encourage investment by relieving new industries 
from income tax for a period of two to five years. 
Source: The Financial 

June 13, 1958. 


Times, London, 


England, 


Foreign Trade Program of Korea 


The Commerce-Industry Ministry of Korea has 
announced that the first foreign trade program to be 
carried out under the Foreign Trade Law will cover the 
second half of 1958 and deal with more than 2,500 
different commodities. Restrictions will be imposed 
upon most export and import commodities, in order to 
protect domestic industries. 

The program bans exports of 42 items, including 
tobacco, raw wool, cotton, gold, silver, bituminous 
coal, cement, explosives, pulp, waste hemp, lumber, 
iron scrap, platinum, and nonferrous metals and prod- 
ucts other than copper sheets, electrolytic copper, brass 
sheets, brassware, and metallic bismuth. The prohibited 
imports total 318 items, including cotton yarn, cotton 
fabrics, plywood, flat glass, tissue-paper products, 
lacquer, some 80 pharmaceutical. supplies, more than 
100 types of machines and tools, and 77 automobile 
parts. 

The program also contains a list of commodities that 
will be imported under the ICA aid program for the 
U.S. fiscal year 1958, and a list of specially designated 
commodities importable under the system of granting 
exporters greater flexibility in the utilization of their 
foreign exchange. 

Source: The Korean Republic, Seoul, Korea, June 2, 
1958. 


United States and Canada 
U.S. Tariff Reductions 


The third stage of tariff reductions under the 1955 
extension of the U.S. Trade Agreements Act went into 
effect on June 30. The Act provided for reductions of 
up to 15 per cent of the tariffs prevailing in 1955, and 
these were negotiated at the GATT meeting in Geneva 
in 1956. 

Over the three-year period, import duties on auto- 
mobiles have been reduced from 10 per cent to 8% 
per cent; on trucks from 12% per cent to 10% per 
cent; and on scotch whiskies from $1.50 to $1.27 per 
gallon. It was estimated in 1956 that the value of 
imports affected by reductions in duties amounted 
to $520 million of the 1954 imports for consumption, 
which totaled $10.2 billion. In addition, $134 million 
worth of imports from third countries were affected 
under the most-favored-nation clause of the Trade 
Agreements Act. 

Source: The Journal of Commerce, New York, N.Y.., 
June 30, 1958. 


Industrial Production and Farm Income in Canada 

The seasonally adjusted index of industrial produc- 
tion in Canada rose in April to 278 (1935-39=100), 
1.5 per cent above the March index. The index of 
output of manufactured durable goods rose by 2.3 per 





cent and of nondurable goods by-1.8 per cent, while 
the index for electricity and gas fell by 3.3 per cent. 
The flow of manufacturers’ shipments in April likewise 
was slightly greater than in March, in contrast to the 
small decline that usually occurs at this season. Inven- 
tories owned by manufacturers declined a little, ap- 
parently in line with the usual seasonal tendency. 
Cash farm income from the sale of farm products 
in the first quarter of 1958 is estimated at $604 million, 
5 per cent higher than in the corresponding period of 
1957. Most of the increase is attributed to greater 
output and to higher prices for livestock and products. 
The return from field crops was lower than last year, 
largely because of smaller marketings. 
Sources: Dominion Bureau of Statistics, Daily Bulle- 
tin, Ottawa, Canada, June 18 and 20, 1958. 


Latin America 
Peru's Exchange Policy 


Peru’s disposable gold and foreign exchange reserves 
had fallen to US$3.9 million by the end of May, from 
US$10.6 million at the beginning of 1958. The cer- 
tificate rate fell to S/. 23.90 per U.S. dollar in June, 
and the selling draft rate to S/. 24.10. Both rates recov- 
ered a little by June 23. With a view to checking the 
decline of reserves, specific import duties on luxury 
and certain other articles were increased from 100 per 
cent to 200 per cent, and the 1958 quota for imports 
of automobiles was reduced by half, to 4,500 units. 
The authorities also emphasized the importance of 
avoiding speculative operations and of reducing public 
spending. 

Source: Banco Continental, News Letter, Lima, Peru, 
June 23, 1958. 


Brazilian Foreign Trade 


The value of exports from Brazil declined in 1957 
to $1,392 million, from $1,482 million in 1956, while 
the value of imports rose to $1,489 million, from $1,233 
million. The decrease in exports was due primarily to 
declining prices. A healthy sign is the continuous 
increase in the volume of minor exports; for example, 
the volume of mineral exports has risen by 145 per cent 
during the last six years, and a further rise, of 15 per 
cent, is expected during the current year. The 43 per 
cent increase in exports of minerals in 1957 was due to 
the growth of manganese ore shipments. The year 
marked the beginning of such exports from the deposits 
in Amapa, where modern equipment and transport 
facilities, costing nearly $70 million, came into opera- 
tion. Pinewood exports reached a record high figure 
in 1957, and there are good prospects for 1958. Sec- 
ondary products, such as castor oil, were also at record 
or near-record levels. 

The increase of about $255 million in the value of 
imports in 1957 resulted almost entirely from larger 
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purchases of machinery. This category alone accounted 

for an expansion of $240 million, mainly owing to 

larger purchases of railway equipment, heavy duty 

trucks, tractors of all types, and equipment for drilling 

wells. 

Source: Bank of Brazil, Notes on Brazilian Trade and 
Economy, Rio de Janeiro, Brazil, April 1958. 


Appointment of Mr. Polak as Director of Research 

Mr. Jacques J. Polak has been appointed Director of 
Research on the staff of the International Monetary 
Fund, succeeding Mr. Edward M. Bernstein. The Fund 
announced recently that Mr. Bernstein had resigned 
from its staff to enter private business. 

Mr. Polak, a citizen of the Netherlands, joined the 
Research Department of the Fund in January 1947, 
and was appointed Deputy Director of the Department 
in July 1952. He was born in Rotterdam in 1914 and 
studied at Amsterdam University where he obtained a 
Ph.D. in Economics. After serving as an economist 
with the League of Nations (1937-43), Mr. Polak 
came to Washington as a member of the Netherlands 
Economic Mission (1943-44) and later served as 
Economic Advisor to the United Nations Relief and 
Rehabilitation Administration in Washington (1944- 
46). He is the author of a number of books and 
articles on economic subjects. 


UN Economic Commission for Africa 


A United Nations Economic Commission for Africa 
has been set up with headquarters in Addis Ababa. 
The Commission will include representatives of Egypt, 
Libya, the Sudan, Ethiopia, the Union of South Africa, 
Ghana, Liberia, Morocco, and Tunisia, as well as the 
European powers responsible for non-self-governing 
territories. 

The first general meeting will take place in Addis 
Ababa in December, and the Commission will start 
functioning sometime in 1959. It will perform the same 
tasks as the Economic Commission for Asia and the 
Far East. 
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